U.S. vs. foreign hourly labor costs in 1983 {in U.S. dollars)

Some Defense Department maintenance managers feel that they get more return on their Investment from foreign depots
because of lower labor rates and a strong U.S. dollar overseas
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full operating potential would entail additional outlays.

Trade considerations

In the opinion of some observers, defense trade between
the U.S. and its allies is out of balance. Though suppos-
edly a "two-way street," the flow more often favors this
side of the Atlantic, they contend. If their assessment is
true, then increased overseas depot maintenance is one
way to help restore equilibrium. And it is an especially at-
tractive option because foreign hardware often fails to
meet our diverse defense needs. Moreover, given the scru-
tiny accorded operation and maintenance budgets, lower
foreign labor rates are more appealing still.

In its 1984 study, "The Reconnaissance of Overseas
Depot-Level Maintenance," the Logistics Management In-
stitute estimated the contractual value of the overseas de-
pot repair programs at more than $660 million, of which
about $400 million went to Europe. Although that figure
represents only 5.5 percent of DoD's annual expenditure
for depot repair, the money spent contributes significantly
to host-nation economies,

The economic benefit to our allies becomes even more
apparent when one considers the associated aspects of
overseas maintenance. U.S. maintenance dollars enable
foreign contractors to more readily expand existing repair
facilities and to maintain a stable work force. They also

foster a foreign constituency that is more closely linked to
U.S. interests and reassure host-nation governments of this
nation's intention to honor its overseas commitments. If
our $660 million investment increased to $1 billion by
1989, as the above study forecasts, foreign industrial ties
to the dollar will become even stronger.

Technology transfer

The United States judiciously guards the transfer of
high-technology defense data. In major arms dealings,
DoD often withholds technology critical to a system's full
operating capability. By doing so, the department ensures
that the U.S. will maintain its advantage should the
purchasing country resell the system to a non-allied nation.
The U.S, does, however, offer purchasing countries finan-
cial offsets such as reciprocal maintenance contracts and
coproduction agreements, which reduce (he overall cost a
foreign customer incurs. Some technical experts argue that
more technology transfer between the U.S, and its allies is
needed if NATO is to maintain its edge in conventional
weapons development. They contend that continuous ad-
vances in conventional weapon technology are necessary
to lessen the alliance's heavy dependence on defensive nu-
clear weapons,

In the absence of outright technology transfer, depot re-
pair work can serve as a vital conduit for reverse engineer-
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